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HR SCIENCE FORUM 
DOES SUPPORTING EMPLOYEES’ CAREER ADAPTABILITY LEAD TO 
COMMITMENT, TURNOVER, OR BOTH? 
JACK K. ITO AND CELESTE M. BROTHERIDGE 5 


Today, employees are encouraged to become more career-resilient and engage in career development activities 
to deal with changes in required knowledge, skills, and abilities, and to facilitate their mobility. This study found 
that participation in decision making (PDM) and autonomy, along with supervisory career support (information, 
advice, and encouragement), fostered this career adaptability. These practices were also positively associated 
with commitment and negatively with intentions to leave. However, career adaptability was positively associ- 
ated with both commitment and intentions to leave, suggesting some unintended consequences for manage- 
ment approaches supporting career adaptability. Implications for research and practice are discussed. 


EMPLOYEE AFFECTIVE AND BEHAVIORAL REACTIONS TO THE SPATIAL 
DENSITY OF PHYSICAL WORK ENVIRONMENTS 
DOUGLAS R. MAY, GREG R. OLDHAM, AND CHERYL RATHERT 21 


This field study of a medical clinic found that employees in spatially dense work areas (i.e., those with little 
space available per person) experienced higher levels of perceived crowding, transfer intentions, and tardi- 
ness, as well as lower work area satisfaction, than employees in low-density areas. Crowding perceptions ex- 
plained the relations between spatial density and the measures of work area satisfaction and tardiness. Fi- 
nally, when employees had high workloads and their jobs required physical movement, spatial density had 
weaker relations to crowding perceptions and area satisfaction than in other conditions. Implications of these 
findings for human resource practitioners are discussed. 


THE APPLICATION OF CHANGE MANAGEMENT THEORY TO HR PORTAL 
IMPLEMENTATION IN SUBSIDIARIES OF MULTINATIONAL CORPORATIONS 
CATALDO DINO RUTA 35 


HR portals are complex information technology (IT) applications that can be accessed by all employees of a 
given organization. By placing more applications and information online, HR portals reduce the reliance em- 
ployees have on HR personnel. Given this relational change, from human to computer, the HR portal imple- 
mentation process must take into account the challenges of both change management and technology accept- 
ance. By integrating change management theories with IT user acceptance models, this article adds to HR’s 
collective knowledge of ways to effectively implement HR portals. In addition, this article describes the cross- 
national challenges that exist when a global firm attempts to implement an HR portal around the world. Thus, 
this article will present a model that (1) integrates change management theories and IT user acceptance mod- 
els and (2) illustrates the way in which change management plans may need to be adapted to be effective in 
various subsidiaries. A case study of Hewlett-Packard’s (HP’s) worldwide implementation of their @HP Em- 
ployee Portal in the Italian subsidiary of HP illustrates the key issues of these theories. 
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BACK TO BASICS: LEARNING ABOUT EMPLOYEE ENERGY AND MOTIVATION 
FROM RUNNING ON MY TREADMILL 
THERESA M. WELBOURNE, STEVEN B. ANDREWS, AND ALICE 0. ANDREWS 55 


In an effort to understand how to optimize employee energy at work, we borrow from the sports physiology 
literature to develop and test several concepts that have now been used in more than 75 large and smail or- 
ganizations (e.g., automobile firms, banks, hospitals, manufacturing, high technology, service businesses, fi- 
nancial services, and more). Our focus on employee energy led us to develop new measures and processes 
for our research. The resulting studies presented in this article test two hypotheses focusing on the link be- 
tween employee energy, turnover, job performance, and job satisfaction. Consistent with what we know about 
athletic performance, we found that energy is an optimization construct and that variation in employee energy 
at work has detrimental consequences for performance and satisfaction. 


HR LEADERSHIP FORUM 


WHAT REALLY WORKS: HR’S ROLE IN BUILDING THE 4 + 2 ORGANIZATION AND 
AN INTRODUCTION TO THE CASE STUDIES IN THE HR LEADERSHIP FORUM 
WILLIAM JOYCE 67 


Leading in HR means building organizations that consistently and predictably outperform their competitors. In 
order to understand how HR can best contribute to enhancing firm performance, more than 60,000 pages of 
information from 200 firms in multiple industries over ten years were analyzed. These firms varied in size, and 
we complemented these broad extensive analyses with focused, in-depth exploration of issues of special in- 
terest. Only four foundation practices (focused strategy, execution, performance culture, and fast and flat or- 
ganization) and four secondary practices (securing talent, committed leadership, industry-transforming inno- 
vation, and growth through mergers and partnerships) were found to be necessary to produce extraordinary 
returns to shareholders. Specifically, success required performing well in all four foundation areas, plus at 
least two of the secondary areas—we call this the 4 + 2 formula for sustained business success. 


MANAGING WORKFORCE DIVERSITY AT IBM: A GLOBAL HR TOPIC THAT HAS 
ARRIVED 


J. T. (TED) CHILDS JR. 73 


To be successful, global companies must continue to look toward the future, and CEOs, senior line and HR 
management, and diversity leaders play a key role in that process. Workforce diversity cannot be delegated; it 
must be a partnership. Although the HR team plays the key staff role, total delegation from the top, without 
active involvement, is a recipe for failure. IBM considers diversity a business imperative as fundamental as 
delivering superior technologies in the marketplace. To ensure that talented people can contribute at the high- 
est possible level, the company insists on a workplace that is free of discrimination and harassment and full 
of opportunity for all people. 


HR AS A STRATEGIC PARTNER: CULTURE CHANGE AS AN AMERICAN EXPRESS 
CASE STUDY 
URSULA FAIRBAIRN 79 


A corporate culture is the combination of the values and characteristics that define an organization. It influ- 
ences the way employees relate to each other, to customers, to shareholders, and to business partners. It 
drives behaviors and unites employees around a shared set of values. Companies with strong, formally articu- 
lated values that are focused on the needs of their constituencies have an important advantage over those | 
without such values. American Express recently worked to strengthen their culture and renew its corporate 
values. | will focus on why this initiative was important, how we reviewed company culture and implemented 
culture change strategy, and what early results showed. 


EMPLOYEE RETENTION: THE SECRETS BEHIND WAL-MART'S SUCCESSFUL 
HIRING POLICIES 


COLEMAN H. PETERSON 85 


One of the major concerns of any corporation, particularly a high-growth business, is employee retention. 
Without minimizing the importance of roles such as compliance, diversity, compensation, and benefits, if the 
basic exercise of getting, keeping, and growing a company’s talent is done well, the other HR functions will re- 
flect this excellence. This article demonstrates Wal-Mart's exceptional program for obtaining and retaining its 
employees and helping them grow within the company. 


BRANDING FROM THE INSIDE OUT AT YAHOO! HR’S ROLE AS BRAND BUILDER 
LIBBY SARTAIN 89 


Every day, thousands of companies spend millions of dollars to build external brand identity and customer 
loyaity. Branding implies more than just selling a product or service; the best companies create a strong emo- 
tional connection between the message and the product. The brand attaches the meaning, the lifestyle, the 
transformation, the potential, the joy, and the fulfillment to the product. Today, competing for employees is as 
difficult as competing for customers; building employee loyalty is as important as building customer loyalty; 
and treating employees right is the key to treating shareholders right. Here we discuss what Yahoo! has done 
to buiid its strong branding image. 


ENGAGING EMPLOYEES IN COMPANY SUCCESS: THE UPS APPROACH TO A 
WINNING TEAM 
LEA SOUPATA 95 


UPS is the world’s largest package delivery company and a leading global provider of speciatized transporta- 
tion and logistics services. One of the company’s missions is to maintain a financially sound company, with 
broad employee ownership, that offers a long-term competitive return to shareowners. This ownership culture 
is demonstrated through ownership guidelines for managers and supervisors as well as several employee 
stock programs. The ownership culture is vigorously promoted throughout UPS by a variety of communica- 
tion channels. Employee ownership is core to the UPS culture, and it translates into a strong work ethic, with 
employees engaged in growing the business and committed to the company’s success. 
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BETRAYAL: HOW UNION BOSSES SHAKE DOWN THEIR MEMBERS AND 
CORRUPT AMERICAN POLITICS. LINDA CHAVEZ AND DANIEL GRAY. CROWN 
FORUM, 2004, 288 PAGES. 

REVIEWED BY MICHAEL J. WESSON 


FROM BLACKJACKS TO BRIEFCASES: A HISTORY OF COMMERCIALIZED 
STRIKEBREAKING AND UNIONBUSTING IN THE UNITED STATES. ROBERT 
MICHAEL SMITH. OHIO UNIVERSITY PRESS, 2003, 179 PAGES. 

REVIEWED BY TIMOTHY M. GARDNER 
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EMPLOYMENT WITH A HUMAN FACE: BALANCING EFFICIENCY, EQUITY AND 
VOICE. JOHN W. BUDD. ILR PRESS, 2004, 288 PAGES. 
REVIEWED BY CHARLES G. THARP 109 
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EDITOR-IN-CHIEF’S NOTE 
THERESA M. WELBOURNE 113 


HR LEADERSHIP FORUM 

THE NEW EMPLOYMENT RELATIONSHIP VERSUS THE MUTUAL INVESTMENT 
APPROACH: IMPLICATIONS FOR HUMAN RESOURCE MANAGEMENT 

ANNE S. TSUI AND JOSHUA B. WU 115 


With increasing globalization and hypercompetitive markets, most employers have resorted to headcount 
management to gain flexibility, remain competitive, and ensure survival. A new employment relationship 
has emerged. The bond between employer and employee no longer is a long-term relationship involving loy- 
alty and commitment, but a contractlike economic exchange. The authors take a closer look at this new em- 
ployee relationship in the context of the more traditional employer-employee relationship still found in many 
organizations. The economic value of the new employee relationship may be less attractive than previously 
perceived. 


CHANGING MENTAL MODELS: HR’S MOST IMPORTANT TASK 
JEFFREY PFEFFER 123 


In the “managerial knowledge” marketplace, there is little evidence of much diffusion of ideas, innovative 
business models, and management practices. In organizations not implementing what they know they should 
be doing based on experience and insight, and in companies not acting on the basis of the best available evi- 
dence, one main factor explains the difficulties—the mental models or mind-sets of senior leaders. How they 
are formed, what they are about, and a multitude of examples that show how those mind-sets can be im- 
proved are presented here. 


TALENTSHIP. TALENT SEGMENTATION, AND SUSTAINABILITY: A NEW HR 
DECISION SCIENCE PARADIGM FOR A NEW STRATEGY DEFINITION 
JOHN W. BOUDREAU AND PETER M. RAMSTAD 129 


Two paradigm shifts are discussed here: talentship and sustainability. First, the traditional service-oriented HR 
focus must be extended to a “decision science” that enhances decisions about human capital. We call this de- 
cision science talentship. \t includes talent segmentation, or identifying pivotal talent pools where the quality 
and/or availability of human capital makes the biggest difference to strategic success. Second, HR and busi- 
ness leaders increasingly define organizational effectiveness beyond traditional financial outcomes to encom- 
pass sustainability—achieving success today without compromising the needs of the future. A common 
strategic human capital decision science can reveal pivotal talent under both traditional and sustainability- 


based definitions, and thus uncover important insights about the talent implications of the shifting definition 
of strategic success. 
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HR’'S NEW ROI: RETURN ON INTANGIBLES 
DAVE ULRICH AND NORM SMALLWOOD 137 


A new human resource ROI has been identified: return on intangibles. Intangibles represent the hidden value 
of a firm and are becoming an increasingly important portion of a firm’s total market capitalization. Six ac- 
tions that HR professionals can take to create sustainable intangible value are presented in great detail. The 
emerging focus on intangibles opens the way for HR professionals to more readily link their work to share- 
holder value. 


WILL THERE REALLY BE A LABOR SHORTAGE? 
PETER CAPPELLI 143 


HR challenges have more to do with changes in employment relationships than a shortfall of workers caused 
by demographic changes. But there are serious problems with forthcoming labor shortages as well, especially 
now that the baby boomers are beginning to leave the labor market. An immense change in the labor market 
from many perspectives—economic growth, demographics, labor supply trends, and other metrics—is investi- 
gated in this article. 


MANAGING INTEGRATION THROUGH COOPERATION 
LYNDA GRATTON 151 


In profiles of Nokia, BP OgilvyOne, and Royal Bank of Scotland, all high-performing companies, the author 
shows how the executive team in each company believed the capacity to work cooperatively across borders 
was one key to the success of its company. Cooperative working within teams and across internal and exter- 
nal boundaries of a company provides much of the value-creation opportunities within an organization. 


FROM BUSINESS PARTNER TO DRIVING BUSINESS SUCCESS: THE NEXT STEP 


IN THE EVOLUTION OF HR MANAGEMENT 
WAYNE F. CASCIO 159 


In the 1980s, a combination of economic and political factors led to the demand for greater accountability in 
all functional areas of business, including HR. The massive restructuring of organizations in the 1990s led to 
the outsourcing of many of HR’s basic transactional functions. In order for HR to add value to an organization, 
it must have several key competencies. “Influence in leadership is all about understanding the business well 
enough so that what you recommend adds value to the organization,’ says one HR vice president. This article 
shows how this is done through the example of SYSCO Corporation. 


FROM HUMAN RESOURCE MANAGEMENT TO ORGANIZATIONAL 
EFFECTIVENESS 
EDWARD E. LAWLER III 165 


It is nearly unanimous that HR can and should add more value to corporations. The best way to do this is by 
being a business partner—by directly improving the performance of the business. This can be accomplished 
by effective talent management, helping with change management, influencing strategy, and a host of other 
value-added activities that impact effectiveness. But HR does not seem able to position itself as a business 
partner in many cases. To analyze the problem HR has in transitioning to a new role, think of HR as a business 
and what products it should offer. 
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EVOLUTION AND REVOLUTION IN THE TWENTY-FIRST CENTURY: RULES FOR 
ORGANIZATIONS AND MANAGING HUMAN RESOURCES 
RUSS ROBERTS AND PAUL HIRSCH 


171 


Changing organizational critical success factors, new expectations for human resources, and the changing 
roles and capabilities of HR professionals are discussed here. The authors envision that today’s top HR job en- 
compasses: enabling capable and courageous leadership; building a very strong and adaptive organizational 
culture; strengthening organizational productivity and performance; fostering creative innovations, products, 
and solutions; and building exceptionally high customer loyalty. They explain why and show you how this is 
done. 


PARTNER OR GUARDIAN? HR’S CHALLENGE IN BALANCING VALUE AND 
VALUES 
PATRICK M. WRIGHT AND SCOTT A. SNELL 


177 


Will HR professionals continue on their journey to be business leaders, with full sway and equal influence in 
organizational decision making, or will they take the shortcut by sacrificing professional ethics and values for 
a “seat at the table”? The first challenge refers to value creation. Creating value in a global! economy requires 
HR executives to clearly understand the confluence of economic, social, and technological forces that drive in- 
dustry competition. The second challenge, value delivery, deals with the pressing need for HR to demonstrate 
its tangible impact by aligning with and driving the issues critical to the business. Finally, living values asks us 
to rediscover that we are the guardians of our organizations. We guard and preserve strategic capability, peo- 
ple, and values. These challenges are examined and a model is provided for understanding how the compet- 
ing demands placed on HR create both organizational and professional conflict. 


IN PURSUIT OF MARKETPLACE AGILITY: APPLYING PRECEPTS OF SELF- 
ORGANIZING SYSTEMS TO OPTIMIZE HUMAN RESOURCE SCALABILITY 
LEE DYER AND JEFF ERICKSEN 


183 


Presented here is an in-depth look at human resources scalability—an organization’s capacity to get the right 
numbers of the right types of people to the right places at the right times. The authors pose Guiding Principles 
to Promote Freedom and Flexibility and Guiding Principles to Promote Discipline and Order, and discuss how 

HR and other business functions can work together to build a far more flexible and effective workplace. 


THE FOUR CS OF THE HR PROFESSION: BEING COMPETENT, CURIOUS, 
COURAGEOUS, AND CARING ABOUT PEOPLE 
SUSAN R. MEISINGER 


189 


The Society for Human Resource Management has conducted research to determine how the HR profession is 
perceived by other, non-HR executives. The results present a mixed acceptance of HR professionals. The au- 
thor contends that successful HR professionals today and in the future must be competent, curious, coura- 
geous, and caring about people—the four Cs. Each area is broken down into separate components, and exam- 
ples from various companies’ HR roles are used to demonstrate how each quality works to make the HR 
function an inherent valuable asset. 


DIFFERENTIATION THROUGH PEOPLE: HOW CAN HR MOVE BEYOND 
BUSINESS PARTNER? 
GEOFF ARMSTRONG 


195 


Today's employers must use their resources as efficiently as possible. This includes continuous improvement 
in products, processes, and productivity, as well as sound procedures for compliance, risk management, and 
accountability. But customer satisfaction depends on employee discretionary behavior. The HR profession has 
the lead responsibility to design the policies and practices that elicit behavior leading to sustainable success. 

This article presents what HR has to do to prove it is a sound business partner, as well as the steps it can take 
to stimulate the essential employee of today. 
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CONCLUSION: REALITY. IMPACT, AND PROFESSIONALISM 
MICHAEL LOSEY, SUSAN R. MEISINGER, AND DAVE ULRICH 201 


The authors of each article in this special issue of Human Resource Management offer a personal perspective 
about the future of HR. In this concluding article, we cull common themes that emerge from these thoughtful 
syntheses. We have identified eight major trends these observers believe will affect HR in the future. Three 
themes shape a new reality for HR (what it is), two define the impact of HR (what it means), and three suggest 
the profile of the future HR professional (who it is). No one can fully characterize the future, but with the help 
of the authors in this issue, we can begin to envision it. The themes proposed in this article propose that the 
reality, impact, and professionalism will change as HR evolves. 


HR SCIENCE FORUM 
THE FUTURE OF HR MANAGEMENT: RESEARCH NEEDS AND DIRECTIONS 


MARK V. ROEHLING, WENDY R. BOSWELL, PAULA CALIGIURI, DANIEL FELDMAN, MARY E. GRAHAM, JAMES P. 
GUTHRIE, MOTOHIRO MORISHIMA, AND JUDITH W. TANSKY 207 


The contributors to this special issue provide unique perspectives and insights about the future of human re- 
source management, and many of their ideas present opportunities for future research. Our intent is to focus 
on identifying and briefly discussing the key needs and directions suggested by these articles. The discussion 
is organized around four general themes: the HR function and its impact, the roles of HR professionals, the 
value of HR competencies, and the HR implications of globalization. 
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EDITOR-IN-CHIEF’S NOTE 
THERESA M. WELBOURNE 217 


HR SCIENCE FORUM 
TEST DEVELOPMENT AND USE: NEW TWISTS ON OLD QUESTIONS 
WAYNE F. CASCIO AND HERMAN AGUINIS 219 


Over the past several decades, there have been some significant advances in psychological science, specifi- 
cally in our knowledge about important questions to address with respect to the development and use of as- 
sessment toois. This article focuses on developments in research and guidelines for practice in five selected 
areas that, if applied, will lead to more informed use of assessment tools. The five areas that we discuss are 
validity generalization, statistical significance testing, criterion measures, cutoff scores, and cross-validation. 


CONVERGENCE IN HUMAN RESOURCE SYSTEMS: A COMPARISON OF 
LOCALLY OWNED AND MNC SUBSIDIARIES IN TAIWAN 
SHYH-JER CHEN, JOHN J. LAWLER, AND JOHNGSEOK BAE 237 


This article investigates issues of convergence in human resource systems in Taiwan, with reference to the 
similarities and differences between locally owned companies and subsidiaries of multinational corporations 
(MNCs). Traditionally, management in Taiwanese companies has been largely influenced by Confucian values 
and is quite distinct from approaches common to MNCs. However, globalization has engendered significant 
competitive pressures, coupled with cultural and institutional change within Taiwan. This article provides a the- 
oretical framework for understanding such changes and provides empirical evidence indicating that Taiwanese 
companies are acting very much !ike MNCs with regard to the adoption of flexible, high-performance work 
systems. 
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WHEN EXECUTIVES SUCCESSFULLY INFLUENCE PEERS: THE ROLE OF 
TARGET ASSESSMENT, PREPARATION, AND TACTICS 
HARVEY G. ENNS AND DEAN B. MCFARLIN 257 


We examined 62 lateral influence episodes to more fully understand the process used by executives to gain 
the support of peers for new initiatives. Behavioral complexity theories (cf. Zaccaro, 2001) were used to for- 
mulate the research questions related to this study and interpret the results. Interestingly, target assessment 
factors were connected to certain preparation efforts and the use of specific influence tactics. Executives’ 
preparation efforts, however, were not associated with influence tactic use. Implications for HR professionals 
and directions for research are discussed. 


ORGANIZATIONAL LEARNING AND COMPENSATION STRATEGIES: EVIDENCE 
FROM THE SPANISH CHEMICAL INDUSTRY 
PILAR JEREZ-GOMEZ, JOSE CESPEDES-LORENTE, AND RAMON VALLE-CABRERA 279 


This study explores the role of compensation strategies in promoting organizational learning capability. By 
analyzing a sample of 111 Spanish firms from the chemical industry, we highlight how compensation strate- 
gies can be used to influence employees’ commitment to learning and shape their understanding of the over- 
all purpose of the organization. We also show that inappropriate strategies can lead to short-term efficiencies 
but damage longer-term learning. 


OPPORTUNISTIC HIRING AND EMPLOYEE FIT 
LAURIE L. LEVESQUE 301 


Most research on selection processes and organizational fit deals with existing, unfilled positions where ex- 
pectations and tasks are known and measurable. This article instead evaluates the reasons, processes, and im- 
plications of opportunistic hiring—hiring employees before their jobs exist. Examples from an exploratory 
study show how “fit” factors into selection decisions. A typology is offered along the dimensions of whether 
opportunistic hiring is used to meet immediate or anticipated needs and the extent to which these needs are 
articulated prior to selection. 


SELLERS OR KEEPERS? STOCK RETENTIONS IN STOCK OPTION PLANS 
ANDREW PENDLETON 319 


This article examines stock-holding behaviors among participants in Save As You Earn (SAYE) stock option 
plans in the United Kingdom. It examines the influences upon the decision to sell or retain stock once options 
have been exercised, utilizing data from a study of option plan participants in five large U.K. companies. The 
main findings are that investment portfolios, the reasons for participating in the option plan, and age are im- 
portant influences on the decision to retain stock. Contrary to expectations, income and risk preferences have 


little direct influence once other factors are considered. These results have implications for research, corporate 
practice, and national policy. 
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SHOCKS AS CAUSES OF TURNOVER: WHAT THEY ARE AND HOW 
ORGANIZATIONS CAN MANAGE THEM 


BROOKS C. HOLTOM, TERENCE R. MITCHELL, THOMAS W. LEE, AND EDWARD J. INDERRIEDEN 337 


Voluntary employee turnover is expensive. Companies that successfully retain the best and brightest employ- 
ees save money and protect their intellectual capital. Traditional approaches to understanding turnover place 
accumulated job dissatisfaction as the primary antecedent to voluntary turnover. However, we show that pre- 
cipitating events, or shocks, more often are the immediate cause of turnover. Using data from more than 
1,200 “leavers,” we describe the nature, content, and role of shocks in turnover decisions. We then provide 
strategies to help organizations manage shocks, and thereby control turnover. 
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353 
BOOK REVIEWS 
EDWARD E. LAWLER IL TREAT PEOPLE RIGHT. SAN FRANCISCO, CA: JOSSEY- 
BASS, 2003, 261 PAGES. 
REVIEWED BY KULDEEP SINGH 355 
MARK A. HUSELID, BRIAN E. BECKER, AND RICHARD W. BEATTY. THE 
WORKFORCE SCORECARD: MANAGING HUMAN CAPITAL TO EXECUTE 
STRATEGY. BOSTON, MA: HARVARD BUSINESS SCHOOL PRESS, 2005, 278 PAGES. 
REVIEWED BY ARUP VARMA 359 
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THERESA M. WELBOURNE 363 
HOLLENBECK, DERUE, AND GUZZO AWARDED SIXTH ANNUAL ULRICH & LAKE 
AWARD FOR EXCELLENCE IN HRM SCHOLARSHIP 365 


HR SCIENCE FORUM 
WORK REDESIGN: EIGHT OBSTACLES AND OPPORTUNITIES 
MICHAEL A. CAMPION, TROY V. MUMFORD, FREDERICK P. MORGESON, AND JENNIFER D. NAHRGANG 367 


Successful work-design initiatives must overcome many obstacles in order to have their intended impact. This 
article outlines eight obstacles to work redesign: (1) influences on multiple outcomes, (2) trade-offs between 
different approaches, (3) difficulty in choosing appropriate units of analysis, (4) difficulty in predicting the na- 
ture of the job, (5) complications from individual differences, (6) job enlargement occurring without job enrich- 
ment, (7) creating new jobs as part of growth or downsizing, and (8) differences between long-term and short- 
term effects. This article examines the nature of these eight obstacles, reviews prior research on this topic, and 
outlines suggestions for managing these obstacles in practice. 
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HOW LEVERAGING HUMAN RESOURCE CAPITAL WITH ITS COMPETITIVE 
DISTINCTIVENESS ENHANCES THE PERFORMANCE OF COMMERCIAL AND 

PUBLIC ORGANIZATIONS 

ABRAHAM CARMEL! AND JOHN SCHAUBROECK 391 


Although scholars agree that complex relationships between organizations’ actual human resources (i.e., 
human capital stock) and means of leveraging these resources may influence performance, little empirical work 
has tested such propositions directly. We collected two primary data sets from private- and public-sector organ- 
izations in Israel. The multiplicative interaction between perceived human resources capital and distinctive 
value derived from that HR capital was significantly related to various measures of perceived and objective or- 
ganizational performance. Having higher levels of human resources capital was strongly associated with per- 
formance only when top managers perceived that these resources provided distinctive value in terms of being 
highly valuable, inimitable, rare, and nonsubstitutable. We discuss the implications of these findings for re- 
search on strategic human resource management and the resource-based view of competitive advantage, as 
well as for practical efforts to develop firm-specific human resource capital that is inherently distinctive. 


OUTSOURCING HR AS A COMPETITIVE STRATEGY? A LITERATURE REVIEW 
AND AN ASSESSMENT OF IMPLICATIONS 
FANG LEE COOKE, JIE SHEN, AND ANNE MCBRIDE 413 


HR outsourcing as an organizational strategy has increased substantially over the last decade. However, this 
trend has attracted little academic attention regarding how outsourcing decisions are made, the manner in 
which these decisions are implemented, how outsourcing effectiveness is measured, and its impact on organi- 
zational performance. In this article, we provide a critical review of the reasons for, the processes involved in, 
and the perceived effectiveness of HR outsourcing. We investigate the implications of HR outsourcing for the 
role of the HR function and for the various groups of people affected by this strategy. We argue that organiza- 
tions should apply both the resource-based view and institutiona! theory when making outsourcing decisions. 


HR IN THE SMALL BUSINESS ENTERPRISE: ASSESSING THE IMPACT OF PEO 
UTILIZATION 


BRIAN S. KLAAS, HYEUKSUENG YANG, TOM GAINEY, AND JOHN A. MCCLENDON 433 


Within small businesses, organizational leaders are themselves often responsible for the HR function, an area 
where they typically have limited training and experience. Not surprisingly, small business leaders have 
raised concerns about the quality of HR programs in their firms and the fact that HR consumes scarce mana- 
gerial time. While professional employer organizations (PEOs) emerged in response to such concerns, much 
controversy exists as to whether and how small businesses benefit from PEO utilization. Using a survey of 
more than 740 small businesses, we examine the relationship between PEO utilization and two key small busi- 
ness outcomes: managerial time required by HR activities and satisfaction with HR outcomes. Our results indi- 
cate that firms not using a PEO reported significantly lower levels of satisfaction with HR outcomes than firms 
that used a PEO for a limited set of transactional services and firms that used a PEO for both transactional and 
strategic HR services. Among firms using a PEO, satisfaction with HR outcomes was significantly higher 
among firms that obtained a broader set of transactional and strategic HR services. Firms that used a PEO 
also reported that HR consumed significantly less managerial time relative to leaders in firms that made no 
use of a PEO. However, there was no significant difference in the time demanded by HR between firms that 
used a limited set of transactional services and those that used a broader range of transactional and strategic 
services. Implications for the role of PEOs and their use within small businesses are discussed. 
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THE EFFECTS OF MANDATORY EMPLOYMENT ARBITRATION SYSTEMS ON 
APPLICANTS’ ATTRACTION TO ORGANIZATIONS 
DOUGLAS M. MAHONY, BRIAN S. KLAAS, JOHN A. MCCLENDON, AND ARUP VARMA 449 


This study draws on organizational justice theory to investigate the effects of mandatory employment arbitra- 
tion on organizational attraction. Specific attention is given to the characteristics of employment arbitration 
procedures that moderate the adverse effects these programs have on applicants’ intentions to continue with 
the recruitment process. A total of 389 professional and executive MBA students read simulated employment 
brochures. Making employment arbitration mandatory was found to have a significant negative main effect on 
applicant attraction. This negative effect was mitigated when procedures afforded employees more due 
process considerations and when employees were given a just-cause protection in return for giving up their 
right to sue. Finally, this negative effect was greater among minorities than nonminorities. 


EMPLOYEE INVOLVEMENT CLIMATE AND ORGANIZATIONAL 
EFFECTIVENESS 
CHRISTINE M. RIORDAN, ROBERT J. VANDENBERG, AND HETTIE A. RICHARDSON 471 
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